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THE RATE OF DEMOBILIZATION AND THE 
LABOR MARKET 

W. H. HAMILTON 

Staff of the War Labor Policies Board, Professor of Economics in 

Amherst College 

ONE can hardly discuss the rate of demobilization and 
its influence upon the labor market at just this mo- 
ment without some sense of embarrassment. Were 
it the first of November, I might content myself with an avow- 
edly speculative analysis of the problem, assured that facts 
were not available to belie my prophecies. Were the occasion 
a year hence, I might garner the record of actual incidents and 
laugh at the surmises of prediction. But just now events have 
come upon us to disturb the serenity of prophecy, but not in 
sufficient volume to constitute history. One who speaks now 
must essay the task of making a contribution alike to Isaiah and 
to Chronicles. He must accept the chance of being found 
unworthy of the company of the prophets without the surety 
of entrance into the craft of the historians. However, the 
venture must be dared, and since the aftermath of war is still 
young, I must lean the more heavily upon prophecy. 

The problem of the rate of demobilization has no primary 
concern with an elevation of the rate of wages, an establish- 
ment of better living and working conditions, an inauguration 
of an era of good-will between employers and employees, or the 
foundation of an industrial New Jerusalem. It is a simple 
and humble problem of the mere mechanics of industrial or- 
ganization. It has to do directly with the very prosaic matter 
of the rate at which demobilization is to be effected, and the 
relation which this bears to the capacity of the industrial sys- 
tem to absorb men. And yet, since the mechanical means of 
life are the servants of immaterial things, a proper solution of 
this problem is a necessary means for obtaining the larger 
desires and realizing the more human values which are the 
objects of every social program. 

The problem of the rate of demobilization, so far as it af- 
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fects the labor market, may be stated in the form of a choice 
and two alternatives. We would, all of us, prefer to have the 
process go on in such a way as to effect an equality between the 
rate at which men are discharged from the army and from war 
industries and the rate at which they can be reabsorbed into 
ordinary industry. This solution obviates, on the one hand, 
the waste of productive equipment which lacks the necessary 
complement of men and, on the other, the loss of the labor 
of men who have no devices with which to engage in industry. 
One alternative is that positions will be opened to the men 
faster than they will be discharged from service. If matters 
fall out in this wise, which in my opinion is not at all probable, 
I at least shall regard it as no occasion for anxiety. As a rep- 
resentative of the Labor Department I shall insist that if grief 
is my proper lot, I be allowed to display the emotion vicari- 
ously. The other, and the more probable alternative, is that 
labor will come to market faster than it can find employment. 
The dangers inherent in this event are imminent and serious. 
They must be appreciated to be avoided, and appreciation 
demands an explicit statement of their nature and magnitude. 

If demobilization is effected at a rate faster than industry 
can be made to accommodate the discharged, the first and most 
immediate result will be a large volume of unemployment. If 
this comes, it will be a matter of concern, not to labor alone, 
but to every group in society ; for unemployment brings in its 
train dangers and distress which ramify to the utmost confines 
of the industrial system. If unemployment builds up a reserve 
army of labor, the latter will tend both to lower wages and to 
break down labor standards. No matter how valiantly the 
public tries to hold up living and working conditions, the 
inevitable competition of many workers for few jobs will tend 
to lower them. It goes without saying that many employers 
will do their best to prevent an undermining of the laborer's 
position. But, when markets begin to fade and prices to de- 
cline, some there are who will be only too glad to take advan- 
tage of necessity and increase their margins of safety by lower- 
ing costs. The compulsion, which the producer who is upon 
the ragged edge and is willing to sacrifice standards to per- 
sonal survival can exercise upon his competitors, is by no means 
a tradition of the past. 
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The second result of a large volume of unemployment will 
be the disorganization of the purchasing power of the masses. 
Between the demand of the select few and that of the rank and 
file of labor there is this difference. The former requires 
articles whose appeal is to whim and fancy; the latter those 
which satisfy grim necessity. The demand of the classes is a 
specialized and capricious one, flitting from commodity to com- 
modity; that of the masses a staple one to be ministered unto 
by standardized goods. Under ordinary conditions the amount 
of the purchasing power of society would be the same whether it 
was concentrated in the power of the few or diffused among 
the many. There would be only this difference, that in the 
first instance the industrial system would serve a more irregu- 
lar demand and be more prone to disorganization and waste 
through misdirected production, while in the second it would 
yield a steadier flow of goods to meet more certain requirements. 

But the affair is not one of the distribution of purchasing 
power; nor are these ordinary times. Unemployment will 
come, if come it must, because the industrial system is not 
flexible enough immediately to adapt itself to the conditions 
of peace. It will result, not in transferring to the few the pur- 
chasing power of the unemployed, but in its loss altogether 
because of idleness of the industrial processes which the idle 
might further. The unemployed cannot buy; therefore pro- 
ducers cannot sell to them. This will cut into profits, blunt the 
motive upon which business activity depends, and discourage 
employers from going ahead with production. A necessary 
consequence will be enforced idleness, in whole or in part, by 
other workers. Thus, again the purchasing power of another 
section of the laboring class is disorganized, and again the 
vicious circle will run its merry round. In considering the 
dangers in this emergency one must not forget that the pro- 
ducer's ultimate market is the purchasing power of employees 
in other establishments. Whatever one's interest may be in keep- 
ing the wages of his own men down, if he is engaged in quantity 
production, he is concerned that other employers keep their 
laborers fully occupied and their wages at a high level. It 
is manifest that a situation such as this holds at least the seeds 
of a depression. How far disorganization will actually go, 
and how close we will come to industrial collapse, only time 
will tell. 

[324] 



No. 2] THE RATE OF DEMOBILIZATION 191 

In view of these dangers the general solution of the problem 
with which we are concerned is obvious. It is to see to it that 
the rate of demobilization and the rate at which industry can 
be made to reabsorb men are made as nearly equal as possible. 
It may perchance be, though substantial grounds for the belief 
are lacking, that industry is on the eve of tremendous expansion 
and that it will quickly swallow the surplus of men which the 
army and war industry offer, and cry aloud for more. But 
if things go wrong they will be seriously awry and since 
what is done cannot be undone by the magic of wishing, it 
seems better to hedge in the industrial system against the 
dangers of disorganization. It is the part of wisdom to take 
no chances. This requires the use of two principles which 
together make a policy of demobilization. The first is to 
arrest the rate of flow out of the army and war industry. The 
second is to speed the return of industry to a peace-time footing 
and quicken its capacity to absorb labor. 

The first of these, a check upon the discharge of labor, in- 
volves a conscious control of the whole flow into the labor 
market. This larger current is made up of five streams which 
differ one from the other in their susceptibility to outward in- 
fluence. They are: (i) the men under arms overseas ; (2) the 
men under arms in this country; (3) the workers in war in- 
dustries; (4) prospective immigrants; and (5) young people 
bringing their labor to market for the first time. 

The rate of discharge of the first of these groups, men under 
arms overseas, is under a single authoritative control. It can 
be made responsive to the industrial needs of the country. Al- 
ready its home-coming is being checked by the improvidence 
of man and the "act of God." Our meagre shipping facilities 
were our mortification while the war was going on, since they 
were the factor which effectually limited our active partici- 
pation in the struggle. Now they bid fair to be our salvation 
during the troublesome transition to peace. Our physical 
incapacity to carry men home as fast as they can be released 
from military service may do much to atone for a lack of fore- 
sight in official action at Washington. Besides, their dis- 
charge may be stayed either abroad or in this country until 
the industrial system is able to reabsorb them. 

The rate of discharge of men in the second group, composed 
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of those under arms in the United States, is subject to almost 
complete control. The decision upon which depends the speed 
with which they will be turned loose in the world rests upon 
two conflicting values. The one which impels haste is the 
desire to avoid the costs which attend their retention under 
arms and the waste of their labor while maintained in idleness. 
It is supplemented by a realization of the difficulties of main- 
taining discipline when the supreme objective which underlies 
morale is gone. The one which urges delay is the fear of 
flooding the labor market and causing unemployment which 
may endanger industrial morale and find expression in the 
little understood but much feared thing called " bolshevism." 

The control of the rate of discharge of workers in war in- 
dustries is much less complete. So far as they can be held 
back, it must be through the indirect means of a carefully 
formulated policy for the cancellation of war contracts. If 
contracts are to be canceled as rapidly as the departments af- 
fected can be made to get rid of them, labor will be thrown 
rapidly upon the market. If their terminations are delayed 
in terms of a policy which takes due account of rates and of 
priorities, the flood of labor may be dammed. The matter 
is of grave concern; for the greatest danger with which we 
are now confronted is that munitions workers will be thrown 
upon the market in a mass to break down standards and to 
disorganize it upon the eve of the return of the soldiers and 
their quest for jobs. Fortunately, printing presses do not re- 
spond with too great alacrity to the demand of the government 
for forms ; the processes of state are decorous ; army officers are 
over- fond of the punctilios of ritual ; and jaded human nature 
is not always over-zealous for toil. This form is delayed; 
that person wishes cancellations to go by mail rather than by 
telegraph; this official can not work without his half-day off 
for golf; and that dignitary must engage in the solemnity of 
conference before he can attach his necessary signature. So 
it comes to pass that personal inertia, aesthetic taste, the slow 
grinding of the wheels, sheer inefficiency, and the kindly smile 
of providence make the process of cancellation far more in- 
telligent than officialdom had intended. 

The fourth and fifth of these streams are of no great import- 
ance. Immigration is already checked by the shipping situ- 
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ation. There is no reason why it should not be stopped alto- 
gether, if it proves dangerous, until the fear of a glut of the 
labor market has been removed. Young people in large num- 
bers are not likely to seek employment for the first time during 
the next few months. Many who would now be seeking their 
first jobs are in the army ; most of the others have been drawn 
into industry by the dearth of labor and the high wages which 
the war has brought. Thus it is that of the five streams into 
the labor market, two are subject to the absolute control of a 
single authority, a third is subject to indirect control by the 
same authority, and the remaining two are for the time almost 
completely arrested. The rate of flow into the labor market 
can be checked to respond to the ability of industry to absorb 
men. If it is not done, it will not be because of a lack of 
authority. 

If the government should do nothing more than merely ar- 
rest demobilization, all the men in the army and war industries 
might be restored to ordinary pursuits without friction. But 
a policy which aimed only at supplying man-power to an in- 
dustrial system left to effect its own accommodation to new con- 
ditions would be long drawn out. It would quite likely find 
expression in doling out handfuls of men here and there as 
needed. Its weary course might run through a series of years. 
Under it the man-power held back would go to waste. Men 
would become seriously disgruntled over having to remain 
in the army. To have a fair prospect of success, such a policy 
must be associated with another which aims to hasten the re- 
turn of industry to its ordinary channel. 

This accommodation of industry to the new conditions of 
peace can be hastened by many things which the government 
can do. There is no time to discuss them here in detail ; they 
must be passed in the briefest review. First, and most essen- 
tial, it can gather and organize information about the extent 
and localization of the resumption of industry and the employ- 
ment which it may be expected to offer. Second, a proper 
scheme of priorities in the discharge of men can be made of 
great value. To cite a single example, managers of independ- 
ent enterprises should be released early, for their planning 
will find a visible result in jobs for others later on. Third, 
the cancellation of war contracts can be premised, among other 

[327] 



194 LABOR RECONSTRUCTION CONFERENCE [Vol. VIII 

things upon an effort to arrange the rate and priorities in such 
a way as to speed the resumption of industry. And fourth, 
by a judicious withdrawal of the control which the govern- 
ment has exercised over priorities and over prices, much can 
be done to remove the incubus of hesitation which threatens 
to slow up the industrial machine. 

A program such as this is modest enough. A far more 
ambitious and effective one might have been adopted had the 
powers-that-be taken thought in time. The government might, 
for instance, have hit upon some simple and inexpensive scheme 
for removing the risks which attach to the uncertainties of 
transition and thus have quickened business endeavor. It is 
hard to see how even so expensive a thing as a policy of govern- 
mental underwriting of the risks of business for the transition 
period could have been an extravagance. If one concern hesi- 
tates because of an uncertain market, others may be expected 
to do the same. As a result employees will not be paid, and 
employers will not find ready markets. So industry is ar- 
rested. By effective guarantees the government could remove 
risks and stimulate all to produce together. If all went ahead, 
each would find a market for his wares. Nearly all would be 
able to sell at a profit, and the cost to the government, compared 
with the salvage from waste and the increased product for so- 
ciety, would be negligible. Such a plan would necessarily 
entail an approval of risks by the government. This would 
insure against the greatest danger which attends a rapid con- 
version or reconversion of so large a part of the productive 
equipment of the country to peace uses. It would be an abso- 
lute preventive of too many concerns engaging in one line of 
production and too few in another. 

But for so ambitious a program the time is past. For that 
reason the success of the resumption of industry upon a peace 
footing rests largely with the rank and file of the people. Our 
industrial system is still one which is maintained by voluntary 
co-operation of the individuals who make up society. They 
must go resolutely ahead, even if the difficulties are great. 
The prospect of falling prices tends to deter merchants from 
replenishing stocks and manufacturers from renewing pro- 
duction. Though the dearth caused by the war has created 
a great need for goods both in this country and abroad, this 
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does not constitute an effective demand. The latter requires 
the addition of an ability and a willingness to pay. But the 
war has not promoted ability, and willingness shrinks before 
the anticipation of lower prices. Besides, an attempt is 
made to notice the consumer, upon whom the whole edi- 
fice rests, to do two contradictory things. He must spend 
and thus start an impulse which runs through merchant 
and manufacturer to the hidden springs of industry and pro- 
duces abundance. But he must likewise save; for in taxes and 
bonds the government must find from ten to sixteen billion 
dollars next year, and both conversion of plants and arrested 
industrial expansion cry for funds with which to go forward. 
In the face of such conditions, if industry is to return to its 
wonted pursuits and the men who come home are to be received 
with jobs, there must be no hesitation. He who hesitates 
invites unemployment, idle factories, the waste of wealth, the 
arrest of social progress, and violence and anarchy in the land. 

In this trying situation there is one device which should 
stand the nation in good stead. If we find that the flood of 
man-power is coming faster than it can be accommodated, a 
reservoir may be erected to take the surplus until the stream 
is once again able to accommodate it. National, state, and 
municipal governments alike need public works. Railroad 
extension and betterment, the renewal of wear and tear on 
plant and equipment, the construction of highways, and like 
projects are abundantly worth the doing. They may be made 
to provide what we may call "buffer employment" at a time 
when the threat of a glut of the labor market and of indus- 
trial disorganization is most acute. Since the control which 
sanctions such projects imposes conditions, they can be used 
to stabilize and standardize labor employment. If this device 
is properly used, employment can be found for the excess of 
labor which ordinary industry cannot take; it can expand as 
this surplus increases, contract as it contracts, and fade away 
into nothingness as the expansion of peace-time industry makes 
unnecessary a buffer against unemployment and its conse- 
quences. 

The intent in what I have said has been merely to formulate 
the issues involved in the problem of demobilization. I should 
account it an analysis of a problem and its resolution into alter- 
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natives with the contingencies upon which each depends. If 
one is disposed to object to my terminology and call the ac- 
count " prophecy," I shall interpose no objection. However 
much of truth or falsity this analysis contains, it is a mere out- 
line that lacks the fullness and detail of reality. That can 
come only later. But as the weeks go by new elements will 
display themselves in a rapidly shifting scene. The situation 
will come to hold more of promise or of dread. Fact will 
follow in the wake of analysis or prediction. History will 
show wherein we have erred in conceiving of and attacking 
this problem. We are now about to see whether in the wake 
of war there comes dearth and industrial strife or peace and 
prosperity. 
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